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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


Recommendation  #6 


We  recommend  the  department  recover  indirect 

costs  of  administering  federal  assistance 

programs  to  the  fullest  extent  possible  in 

accordance  with  state  law 7 

Department  Response:   Concur.  See  page  B-3. 

We  recommend  the  department  collect  fees 
for  all  vehicle  identification  number  inspec- 
tions in  accordance  with  state  law 8 

Department  Response:   Concur.   See  page  B-3. 

We  recommend  the  department  develop  a  system 

to  ensure  used  motor  vehicle  dealers  comply 

with  state  laws 10 

Department  Response:  Concur  with  Reservation.  See  page  B-4. 

We  recommend  the  department  record  revenue 

and  expenditures  in  accordance  with  state 

accounting  policies  and  law 13 

Department  Response:   Concur.   See  page  B-4. 

We  recommend  the  department: 

A.  Close  the  nontreasury  "alumni  funds"  check- 
ing account 14 

B.  Record  all  academy  transactions  on  the  state's 
accounting  records  in  accordance  with  state 

law 14 

Department  Response:   Partially  Concur.  See  page  B-4. 

We  recommend  the  department  properly  record  the 

costs  of  services  provided  to  the  academy  on 

SBAS  in  accordance  with  state  law 15 

Department  Response:   Concur.  See  page  B-5. 
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Recommendation  #7  We  recommend  the  department  record  donated 

property  in  accordance  with  state  policy 16 

Department  Response:  Concur.   See  page  B-5. 

Recommendation  #8  We  recommend  the  department  evaluate  and 

document  its  relationship  with  the  founda- 
tion     17 


Department  Response:   Concur.  See  page  B-5. 
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Introduction 


Introduction  We  performed  a  financial-compliance  audit  of  the  Department 

of  Justice  for  fiscal  years  1991-92  and  1992-93.   The  objectives 
of  the  audit  were  to: 

1.  Determine  if  the  department  complied  with  applicable  state 
and  federal  laws  and  regulations. 

2.  Identify  areas  for  improvement  in  the  management  and 
internal  controls  of  the  department. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly,  in  accordance  with  state  accounting  policy,  the 
results  of  its  operations  for  the  two  fiscal  years  ended 
June  30,  1993. 

4.  Determine  implementation  status  of  prior  audit  recommen- 
dations. 

The  Crime  Control  and  Highway  Traffic  Safety  Divisions  are 
attached  to  the  Department  of  Justice  for  administrative  pur- 
poses only.   The  financial  schedules  of  the  department  and  these 
two  divisions  are  combined  in  the  audit  report. 

The  report  contains  eight  recommendations  to  the  department 
and  one  disclosure  issue.  The  recommendations  address  areas 
where  the  department  can  improve  accounting  procedures  and 
compliance  with  laws  and  regulations.   In  accordance  with 
section  5-13-307,  MCA,  we  analyzed  and  disclosed  the  costs,  if 
significant,  of  implementing  the  recommendations  made  in  this 
report. 

Other  areas  of  concern  deemed  not  to  have  a  significant  effect 
on  the  successful  operations  of  the  department  are  not 
specifically  included  in  this  report,  but  have  been  discussed  with 
management. 
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Introduction 


Background 


The  Department  of  Justice  was  created  on  September  1,  1972, 
through  the  Executive  Reorganization  Act  of  1971.  The  Attor- 
ney General,  who  is  elected  to  serve  a  four-year  term,  heads  the 
department.   The  department's  primary  functions  are  to  provide 
for  effective  statewide  law  enforcement,  legal  services,  and 
public  safety. 


In  the  same  Executive  Reorganization  Act  that  created  the 
Department  of  Justice,  the  Board  of  Crime  Control  was  attached 
to  the  Department  of  Justice  for  administrative  purposes.   The 
board  is  composed  of  18  members  appointed  by  the  Governor 
and  confirmed  by  the  Senate.  The  staff  hired  by  the  board 
operates  as  the  Crime  Control  Division. 

The  Highway  Traffic  Safety  Program  was  attached  to  the 
Department  of  Justice  for  administrative  purposes  in  1981.   The 
program  is  headed  by  a  division  administrator  who  is  appointed 
by  the  Governor.   The  program  operates  as  the  Highway  Traffic 
Safety  Division. 

The  department  and  the  two  attached  divisions  were  budgeted 
approximately  665  full-time  equivalent  employees  in  the  1992- 
93  biennium.   Budgeted  expenditures  were  approximately 
$56.7  million  and  $57.8  million  in  fiscal  years  1991-92  and  1992- 
93,  respectively. 

The  department's  divisions  are  described  below. 

Legal  Services  -  provides  the  Attorney  General  with  legal 
research  and  analysis;  legal  counsel  for  state  government 
officials,  bureaus,  and  boards;  legal  assistance  to  local 
governments  and  Indian  tribes;  legal  assistance,  training, 
and  support  for  county  prosecutors;  and  provides  legal 
advice  and  support  for  all  state  agencies. 

Gambling  Control  -  licenses,  regulates,  and  enforces 
gambling  activities  in  the  state  of  Montana. 

Motor  Vehicle  -  provides  for  vehicle  registration  and  driver 
licensing.   This  division  includes  the  title  and  registration 
bureau  in  Deer  Lodge. 
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Highway  Patrol  -  patrols  the  highways  and  is  responsible 
for  accident  investigation,  motorist  assistance,  auto  theft 
investigation,  vehicle  inspection,  and  enforcement  of  com- 
mercial vehicle  regulations  and  general  traffic  laws. 

Law  Enforcement  Services  -  assists  law  enforcement 
agencies  and  promotes  enforcement  cooperation  between 
federal,  state,  county,  and  city  agencies  through  its  investi- 
gative work. 

Law  Enforcement  Academy  -  provides  a  professional  edu- 
cation and  training  program  in  criminal  justice  for  Montana 
law  enforcement  officers  and  other  criminal  justice 
personnel. 

Central  Services  -  provides  centralized  accounting,  admin- 
istrative, budgetary,  personnel,  payroll,  and  fiscal  support 
for  the  department. 

Data  Processing  -  provides  the  department  with  automated 
data  processing  and  law  enforcement  telecommunication 
capabilities. 

Forensic  Science  -  performs  scientific  analyses  of  evidence 
submitted  by  law  enforcement  officials,  coroners,  and  state 
agencies;  promotes  forensic  science  training  and  scientific 
criminal  investigations  in  the  state  and  manages  a  statewide 
system  of  death  investigations. 

Crime  Control  -  prepares  and  implements  an  annual  plan 
for  strengthening  Montana's  criminal  and  juvenile  justice 
system.   In  addition  to  administering  federal  grant  funds, 
the  division  provides  support  services  to  criminal  justice 
agencies  in  the  form  of  peace  officer  certification,  data 
collection,  and  research.  The  division  is  also  responsible  for 
the  administration  of  the  Juvenile  Justice  and  Delinquency 
Prevention  Act,  the  Victim/Witness  Assistance  Act,  the 
Edward  Bryne  Memorial  State  and  Local  Law  Enforcement 
Assistance  Program,  the  Narcotics  Control  Assistance 
Program,  and  the  State  Crime  Victim's  Compensation 
Program. 

Highway  Traffic  Safety  -  implements  a  comprehensive 
traffic  safety  program  with  efforts  directed  toward  reduc- 
ing death,  injury,  and  property  loss  resulting  from  traffic 
accidents.   Projects  are  developed  by  coordinating  efforts  of 
federal,  state,  and  local  governments. 
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Offices  maintained  outside  the  capitol  complex  include  the  Title 
and  Registration  Bureau  in  Deer  Lodge,  Law  Enforcement 
Academy  in  Bozeman,  Forensic  Science  Division  in  Missoula, 
and  various  highway  patrol  field  offices,  driver  examination 
stations,  and  regional  offices  throughout  the  state  for  the  Law 
Enforcement  Services  and  Gambling  Control  Divisions. 

Our  office  also  recently  completed  two  performance  audits. 
Juvenile  Justice  in  Montana  (#92P-28)  issued  June  1993  and 
Regulation  and  Monitoring  of  Video  Gambling  Machines  (#92P- 
39)  issued  January  1994;  and  one  EDP  audit  (#93DP-28)  issued 
May  1993. 
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Prior  Audit  Recommendations 


Prior  Audit  Our  office  performed  the  department's  financial-compliance 

Recommendations  audit  for  the  two  fiscal  years  ended  June  30,  1991.   The  report 

contained  seven  recommendations  still  applicable  to  the  depart- 
ment.  In  its  response  to  our  prior  audit,  the  department 
concurred  with  all  seven  of  these  recommendations.   We 
determined  the  department  implemented  five,  partially  imple- 
mented one,  and  did  not  implement  one  of  the  recommendations. 
The  recommendation  partially  implemented  relates  to  indirect 
cost  recoveries.   This  recommendation  is  discussed  on  page  6. 
The  recommendation  not  implemented  relates  to  accounting 
issues  discussed  on  page  10. 
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Findings  and  Recommendations 


State  Compliance 


As  part  of  our  financial-compliance  audits,  we  evaluate  a 
department's  compliance  with  applicable  state  laws.   Significant 
issues  of  noncompliance  are  included  in  the  audit  reports.   We 
reviewed  selected  state  laws  pertaining  to  the  Department  of 
Justice  and  noted  the  following  concerns. 


Administrative  Cost 
Recoveries 


Section  17-3-111,  MCA,  requires  state  agencies  to  recover 
indirect  costs  of  administering  federal  assistance  programs  to  the 
fullest  extent  possible.   Recovery  of  indirect  costs  reduces  the 
amount  of  state  money  required  to  support  federal  programs. 

The  department  had  negotiated  indirect  cost  rates  of  5.6  and 
6  percent  of  personal  services  applicable  to  all  programs  during 
fiscal  years  1991-92  and  1992-93,  respectively.   We  determined 
the  department  did  not  recover  indirect  costs  of  $4,312  and 
$5,658  in  fiscal  years  1991-92  and  1992-93,  respectively.   In 
addition,  the  department  did  not  recover  central  costs  of 
government  services  distributed  through  the  Statewide  Cost 
Allocation  Plan  (SWCAP).   Department  management  stated 
program  personnel  prefer  to  charge  direct  costs  to  grants,  which 
usually  results  in  expending  all  grant  funds  available  and  indirect 
costs  are  not  recovered. 

Since  the  department  used  the  entire  grant  awards  for  direct 
grant  charges,  the  General  Fund  absorbed  the  indirect  costs  of 
administering  the  federal  programs.   This  effectively  expanded 
the  program  costs  by  approximately  $4,000  and  $6,000  in  fiscal 
years  1991-92  and  1992-93,  respectively,  and  resulted  in  the 
increased  costs  to  the  General  Fund. 

We  noted  this  concern  during  the  previous  audit  of  the  depart- 
ment.  The  department  concurred  with  our  recommendation  to 
recover  indirect  costs  in  accordance  with  state  law;  however, 
adequate  procedures  were  not  implemented  to  ensure  compliance 
with  state  law. 
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Findings  and  Recommendations 


Recommendation  #1 

We  recommend  the  department  recover  indirect  costs  of 
administering  federal  assistance  programs  to  tlie  fullest 
extent  possible  in  accordance  with  state  law. 


Vehicle  Identification 
Number  Inspection  Fee 


When  an  individual  requests  a  certificate  of  ownership  for  a 
salvage  vehicle,  the  inspectors  at  the  driver  exam  stations 
perform  vehicle  identification  number  (VIN)  inspections.   For 
some  inspections,  a  hoist  is  required  for  the  inspector  to 
complete  the  inspection.   The  inspectors  in  some  areas  can  use 
state  property  to  complete  the  inspection;  in  other  areas  a  private 
business  is  used. 


Section  61-3-202  (8),  MCA,  requires  the  department  to  collect  a 
fee  of  $18.50  for  the  inspection  of  each  salvage  vehicle  in  which 
a  certificate  of  ownership  is  being  sought,  to  defray  the  cost  of 
the  vehicle  inspection  program.   The  department  recorded 
approximately  $1,800  and  $9,000  in  fiscal  years  1991-92  and 
1992-93,  respectively,  for  VIN  inspections.  Several  department 
inspectors  stated  if  an  inspection  is  done  on  a  vehicle  five  years 
old  or  newer,  the  $18.50  is  collected.  They  do  not  collect  the  fee 
if  the  vehicle  is  older  than  five  years.   One  inspector  stated  they 
did  not  charge  for  approximately  33  percent  of  the  inspections 
completed.  Of  the  $18.50  fee  collected,  $10  is  remitted  to  the 
inspection  site  for  use  of  its  hoist  facilities  and  $8.50  is  deposited 
in  the  General  Fund.   Based  on  our  review  of  applicable  state 
laws,  we  believe  the  department  should  collect  revenue  for  all  of 
these  inspections. 

In  response  to  our  interim  audit  communication,  the  department 
agreed  with  our  interpretation  of  state  law  and  stated  it  would 
begin  immediately  to  collect  the  $18.50  inspection  fee  on  all 
vehicles  with  a  salvage  certificate  or  junk  vehicle  receipt  that 
require  inspection  prior  to  titling. 
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Findings  and  Recommendations 


Recommendation  #2 

We  recommend  the  department  collect  fees  for  all  vehicle 
identification  number  inspections  in  accordance  with  state 
law. 


Motor  Vehicle  Dealer  Section  61-4-102(5),  MCA,  states  an  applicant  for  renewal  of  a 

Licenses  used  motor  vehicle  dealer  or  wholesaler  license  shall  certify 

under  oath  that  he  has  sold  more  than  five  used  motor  vehicles 
during  the  preceding  calendar  year  or  pay  an  additional  $300 
before  he  may  be  licensed.   The  department  does  not  require 
dealers  to  submit  information  supporting  their  application  nor 
does  the  department  verify  whether  the  dealer  has  sold  more 
than  five  vehicles  during  the  prior  calendar  year. 

We  requested  sales  information  from  twenty  used  car  dealers  for 
calendar  year  1992.   We  compared  the  number  of  sales  reported 
on  the  dealers  application  for  license  renewal  to  the  list  of  sales 
reported  to  our  office.    We  also  compared  the  vehicle  identifi- 
cation numbers  and  the  buyer's  name  to  a  report  prepared  by  the 
department.   We  noted  instances  where  the  number  of  vehicles 
certified  by  the  dealer  as  sold  on  their  application  did  not  agree 
to  support  provided  in  response  to  our  request,  and  the  buyer's 
name  did  not  agree  between  support  provided  in  response  to  our 
request  and  the  Motor  Vehicle  Division  (MVD)  records.   The 
following  table  outlines  our  findings. 


Page  8 


Findings  and  Recommendations 


Table  1 

Simnary 

of 

Testing 

NLmber 

Results 

of  Vehicles 

Per 

Certified 

Support 

Agreed 

Sample 

by  Dealer 

Provided 

to  MVD 

Nui^r 

to  MVD 

to  OLA 

Records 

1 

10 

10 

0  of  10 

2 

8 

* 

* 

3 

6 

5 

2  of  5 

4 

25 

* 

* 

5 

12 

* 

* 

6 

10 

11 

0  of  11 

7 

7 

6 

0  of  6 

8 

7 

5 

2  of  5 

9 

12 

12 

0  of  12 

10 

9 

9 

6  of  9 

11 

12 

5 

1  of  5 

12 

11 

11 

0  of  11 

13 

8 

8 

2  of  8 

K 

9 

• 

* 

15 

5 

12 

9  of  12 

16 

7 

7 

3  of  7 

17 

18 

35 

4  of  35 

18 

6 

6 

1  of  6 

19 

8 

8 

1  of  8 

20 

8 

8 

1  of  8 

•Dealer 

did  not 

respond  to 

MVD 

request 

for  information. 

Source: 

Coopi 

led  by  the 

Off 

ice  of  the  Legislative  Auditor  from 

department  records. 

Section  61-4-104,  MCA,  requires  a  dealer  to  keep  records  of 
sales,  description  of  the  vehicles,  together  with  the  name  and 
address  of  the  purchaser.   The  data  in  the  table  indicates  some  of 
the  vehicle  sales  information  is  not  accurate.   Authorized  dealers 
are  allowed  to  use  dealer  license  plates  and,  therefore,  they  are 
not  required  to  register  their  vehicles  with  the  county  of 
residence.   Based  on  our  review  of  dealer  records,  we  questioned 
the  validity  of  the  used  vehicle  dealer  status  for  our  sample 
items. 

Department  personnel  agreed  with  our  concerns.   Department 
personnel  also  explained  the  report  provided  to  us  was  not 
complete  since  the  department  cannot  track  all  vehicle  sales. 
Department  personnel  stated  in  prior  years  they  requested  sales 
information  when  a  dealer  reported  sales  of  ten  vehicles  or  less; 
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however,  they  currently  do  not  have  enough  staff  to  request  and 
process  all  the  information.   We  have  discussed  this  issue  with 
department  personnel  and  subsequently  they  have  investigated 
two  of  the  used  motor  vehicle  dealers  with  inconsistencies  noted 
in  our  sample.   The  investigator  had  several  concerns  with  these 
two  dealers  and  is  still  following  up  with  the  dealers. 

The  department  should  develop  a  system  to  verify  whether 
dealers  sold  at  least  five  vehicles  during  the  prior  year.  The 
department  could  request  and  verify  sales  information  from  low 
volume  used  motor  vehicle  dealers  or  wholesaler  records. 


Recommendation  #3 

We  recommend  the  department  develop  a  system  to  ensure 
used  motor  vehicle  dealers  comply  with  state  laws. 


Accounting  Records  Financial  information  of  the  department  is  used  by  department 

officials,  budget  analysts,  and  the  legislature  to  manage  and 
establish  funding  levels  for  the  department.   Section  17-1- 
102(5),  MCA,  states,  "all  state  agencies  .  .  .  shall  input  all 
necessary  transactions  to  the  accounting  system  .  .  .  before  the 
accounts  are  closed  at  the  end  of  the  fiscal  year  in  order  to 
present  the  receipt,  use,  and  disposition  of  all  money  and 
property  for  which  the  agency  is  accountable  in  accordance  with 
generally  accepted  accounting  principles."  The  Department  of 
Administration,  Accounting  Bureau,  establishes  state  accounting 
policies  for  agencies  to  follow  to  ensure  information  recorded  on 
the  state's  accounting  records  complies  with  generally  accepted 
accounting  principles.   We  noted  the  following  instances  where 
the  amounts  recorded  on  the  state's  accounting  records  did  not 
comply  with  state  law  and  accounting  policies. 

The  department  provides  counties  with  services  related  to 
the  Criminal  Justice  Information  Network.   Counties  are 
charged  a  fee  for  accessing  the  network.   In  most  instances, 
the  revenue  received  for  this  service  is  recorded  in 
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accordance  with  state  law.   However,  during  fiscal  year 
1991-92,  the  department  did  not  record  $21,356  received 
from  counties  for  Criminal  Justice  Information  Network 
services  as  revenue.   Instead  of  recording  the  revenue,  the 
department  abated  the  original  expenditure.   According  to 
state  policy,  this  is  not  a  proper  expenditure  abatement. 

Department  personnel  stated  the  department  was  currently 
exploring  possible  procedures  to  overcome  the  problem, 
which  could  include  an  operating  plan  amendment  or 
program  transfer. 

The  department  receives  federal  funds  for  the  Motor 
Carrier  Safety  Assistance  Program.   The  federal  funding 
defrays  the  cost  of  inspections  performed  by  the  depart- 
ment's highway  patrol  personnel.   The  department  initially 
records  the  program's  expenses  in  the  state's  Special 
Revenue  Fund  and,  upon  receipt  of  the  federal  funds, 
moves  these  expenditures  to  the  federal  Special  Revenue 
Fund.   At  June  30,  1992,  the  department  did  not  have 
sufficient  appropriation  authority  to  record  approximately 
$75,800  of  personal  service  expenditures  in  the  federal 
Special  Revenue  Fund.   Therefore,  department  personnel 
used  a  direct  entry  to  fund  balance  to  move  the  revenue 
from  the  federal  Special  Revenue  Fund  to  the  state  Special 
Revenue  Fund  where  the  personal  service  expenditures 
were  recorded.   Department  personnel  stated  in  the  future 
they  would  request  an  operating  plan  amendment  or 
program  transfer. 

We  noted  the  following  two  instances  where  the  department 
recorded  expenditures  under  the  centralized  services 
program  rather  than  the  program  which  benefited  from  the 
services. 

The  department  pays  a  portion  of  highway  patrol  retirement 
contributions  from  the  highway  patrol  retirement  clearing 
account  to  the  highway  patrol  retirement  system.   The 
department  recorded  highway  patrol  retirement 
expenditures  of  $617,369  and  $594,479  out  of  the 
centralized  services  program  during  fiscal  years  1991-92 
and  1992-93,  respectively.   Department  personnel  stated 
they  started  recording  this  activity  on  the  department's 
accounting  records  based  on  a  prior  audit  recommendation, 
but  when  they  initially  recorded  this  activity  it  was 
recorded  under  the  centralized  services  program  and  was 
never  changed  to  the  highway  patrol  program. 
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The  department  receives  proceeds  from  property  seized, 
forfeited,  and  sold  from  drug  cases.   Sections  44-12-206 
and  44-13-103,  MCA,  state  the  department  may  expend  the 
money  only  for  purposes  of  enforcement  of  drug  laws. 
Generally,  the  highway  patrol  and  the  law  enforcement 
services  divisions  are  the  programs  that  are  allowed  to  use 
these  funds.   During  fiscal  years  1991-92  and  1992-93,  the 
department  recorded  drug  law  enforcement  expenditures 
totalling  $106,097  and  $110,554,  respectively,  under  its 
centralized  services  program.   Department  personnel  stated 
the  department  does  not  know  up  front  which  program  will 
expend  these  funds;  therefore,  the  appropriation  authority 
was  established  in  a  central  program.   Section  17-7-139, 
MCA,  allows  agencies  to  transfer  up  to  5  percent  of 
appropriation  authority  between  programs. 

As  a  result  of  the  above  instances,  the  centralized  services 
program  expenditures  were  overstated  by  64  percent  and 
68  percent  in  fiscal  years  1991-92  and  1992-93, 
respectively.   In  addition,  the  highway  patrol  and  law 
enforcement  services  program  expenditures  were 
understated.   Department  personnel  agreed  recording  these 
expenditures  in  the  centralized  services  program  overstates 
that  program  and  does  not  reflect  true  program  costs  of  the 
other  programs. 

--      We  noted  at  fiscal  year-end  1991-92  and  1992-93,  the 

Highway  Traffic  Safety  Division  (HTSD)  did  not  properly 
record  revenue.   HTSD  personnel  attempted  to  process 
transactions  on  the  state's  accounting  records  at  each  fiscal 
year-end  in  order  to  properly  record  federal  revenue. 
These  transactions  were  not  processed  until  the  following 
fiscal  year.   As  a  result,  revenue  and  ending  fund  balance  is 
understated  in  the  Special  Revenue  Fund  by  $33,256  and 
$135,516  at  fiscal  year-end  1991-92  and  1992-93,  respec- 
tively. 

We  noted  similar  issues  in  the  previous  audit  report  of  the 
department.   The  department  concurred  with  our  recommenda- 
tion.  We  believe  the  department  should  improve  procedures  to 
ensure  financial  activity  is  recorded  in  accordance  with  state 
accounting  policies  and  law.   Without  all  financial  activity 
properly  recorded  on  the  state's  accounting  records,  the  quality, 
consistency,  and  comparability  of  the  resulting  financial  infor- 
mation is  reduced. 
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Recommendation  #4 

We  recommend  the  department  record  revenue  and 
expenditures  in  accordance  with  state  accounting  policies 
and  law. 


Law  Enforcement 
Academy  Actiyity 


The  Law  Enforcement  Academy  (academy)  is  located  in 
Bozeman.  The  academy  provides  a  professional  education  and 
training  program  in  criminal  justice  for  Montana  law  enforce- 
ment officers  and  other  criminal  justice  professionals.   In 
addition,  the  academy  provides  a  program  for  civilians  to  obtain 
entry  level  law  enforcement  certification  training  in  order  to 
make  themselves  more  marketable  for  hiring  by  a  police  agency. 
The  academy  is  funded  entirely  by  the  General  Fund.   The 
department's  centralized  services  division  records  the  academy's 
financial  activity  on  the  Statewide  Budgeting  and  Accounting 
System  (SBAS)  based  on  information  provided  by  the  academy. 
During  the  audit,  we  noted  the  following  concerns  with  the 
academy's  activities. 


Unauthorized  Checking 
Account  and  Unrecorded 
Activity 


Section  17-6-105,  MCA,  requires  state  agencies  to  deposit  all 
moneys  with  the  state  treasurer  or  with  a  depository  approved  by 
the  state  treasurer.   State  policy  requires  all  moneys  received  be 
deposited  in  the  state  treasury  unless  formal  written  permission 
is  obtained  from  the  Department  of  Administration,  Accounting 
Bureau. 


We  noted  the  academy  maintains  a  nontreasury  "alumni  funds" 
checking  account.   This  account  has  not  been  approved  by  the 
Department  of  Administration,  Accounting  Bureau,  in 
accordance  with  state  law.   A  portion  of  the  basic  training  fee  is 
deposited  into  this  account  and  is  used  to  purchase  student 
uniforms  for  basic  training.   The  checks  are  made  payable  to  the 
"Department  of  Justice  -  Law  Enforcement  Academy."  These 
funds  should  be  deposited  in  the  state  treasury.   Academy 
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personnel  believed  the  money  for  the  uniforms  was  not  state 
funds,  since  the  "alumni  fund"  buys  and  sells  the  uniforms. 
During  fiscal  year  1992-93,  the  academy  did  not  record 
approximately  $10,600  in  revenue  and  expenditures  related  to 
student  uniforms  on  the  state's  accounting  records  in  accordance 
with  state  law. 


In  response  to  our  interim  audit  communication,  the  department 
stated  it  would  request  appropriation  authority  in  the  1995  legis- 
lative session  in  order  to  properly  record  the  basic  training 
uniforms  expenditures  on  SBAS.   The  academy  also  buys  and 
sells  clothing  and  other  items  as  souvenirs  to  its  students. 
According  to  academy  personnel,  these  items  are  sold  at  cost  to 
the  students.   Department  personnel  stated  it  is  proper  for  this 
activity  to  remain  outside  the  treasury  as  a  non-state  account. 
State  law  does  not  allow  state  agencies  to  maintain  unauthorized 
accounts  outside  the  treasury.  Since  academy  personnel  provide 
this  service  as  a  routine  part  of  their  duties,  all  the  academy's 
activity  should  be  recorded  in  authorized  accounts  and  properly 
recorded  on  the  state's  accounting  records. 


Recommendation  #5 

We  recommend  the  department: 

A.  Close  the  nontreasury  "alumni  funds"  checking 
account. 

B.  Record  ail  academy  transactions  on  the  state's 
accounting  records  in  accordance  with  state  law. 


Trading  of  Services  The  academy  trades  services  with  the  local  police  department. 

The  police  department  provides  officers  to  assist  in  training 
courses  at  the  academy  (i.e.,  instruction,  first  responder,  and  live 
scenarios).   In  return,  the  academy  does  not  charge  the  police 
department  for  new  officers  attending  the  basic  training  program 
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at  the  academy.  There  is  no  documentation  for  the  arrangement 
between  the  academy  and  the  local  police  department. 

The  exchange  of  services  is  not  recorded  on  the  state's  account- 
ing system.   This  could  bypass  the  state  appropriation  process 
and  results  in  not  recording  revenue  and  expenditures  on  the 
state's  accounting  records. 

During  fiscal  year  1992-93,  three  officers  attended  the  academy 
without  paying  the  attendance  fee  of  $230.   The  unrecorded 
revenue  is  not  material;  however,  the  true  cost  of  the  academy  is 
not  recorded  on  the  state's  accounting  records.   The  department 
should  evaluate  the  value  of  this  service  and  determine  the 
appropriate  manner  in  which  to  record  this  activity.   At  a  mini- 
mum, the  arrangement  should  be  documented  to  ensure  manage- 
ment of  both  parties  are  aware  of  the  arrangement  and  to 
decrease  the  possibility  of  misunderstandings. 

In  its  response  to  our  interim  audit  communication,  department 
personnel  stated  it  would  begin  charging  all  local  agencies  the 
same  fee  for  the  basic  training  course.   As  a  result,  they  believe 
a  documented  arrangement  would  not  be  necessary. 


Recommendation  #6 

We  recommend  the  department  properly  record  the  costs  of 
services  provided  to  the  academy  on  SBAS  in  accordance 
with  state  law. 


Joe  May  Memorial  The  academy  receives  donations  from  the  Joe  May  Memorial 

Foundation  Foundation  (foundation).   According  to  the  bylaws,  "The  basic 

purpose  of  the  Foundation  is  to  aid  the  Montana  Law  Enforce- 
ment Academy  by  providing  necessary  resources  over  and  above 
the  needs  limited  by  budget  requirements.   The  Foundation  is 
not  a  part  of  the  Academy."  We  noted  the  following  two 
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concerns  related  to  the  relationship  between  the  academy  and 
foundation. 


Donated  Property 


The  foundation  donates  property  such  as  computers,  shelves, 
televisions,  and  video  tapes  to  the  academy  to  facilitate  in  the 
academy's  training  courses.  The  academy  does  not  record  the 
value  of  this  property  on  the  state's  accounting  records.  State 
policy  requires  all  donations  be  recorded  on  SBAS  at  the  fair 
market  value  of  the  property  on  the  date  the  gift  is  received. 


Academy  personnel  stated  the  property  donated  by  the  founda- 
tion is  not  recorded  on  the  state's  accounting  records  because  the 
foundation  holds  title  to  the  property,  the  property  is  donated 
only  for  the  academy's  use,  and  if  the  academy  closed  the  prop- 
erty would  revert  to  the  foundation  rather  than  the  state. 

At  the  time  these  assets  are  donated  to  the  academy,  it  is  the 
academy's  intention  to  use  them  for  their  entire  useful  life. 
Therefore,  these  items  should  be  recorded  on  the  state's 
accounting  records  in  accordance  with  state  policy.   Department 
personnel  stated  they  would  begin  recording  donated  assets  on 
the  state  accounting  records.  The  department  should  also  analyze 
donated  property  currently  in  its  possession  and  properly  record 
this  activity,  as  well  as  items  donated  in  the  future. 


Recommendation  #7 

We  recommend  the  department  record  donated  property  in 
accordance  with  state  policy. 


Use  of  Academy  Facilities 


The  foundation  receives  grants  to  provide  training  for  local  law 
enforcement  agencies.   The  foundation,  in  conjunction  with  the 
academy,  conducts  these  training  courses.  The  foundation  pays 
for  any  outside  training  costs  (i.e.,  nonstate  instructor,  lodging, 
meals).  The  academy  facilities  and  personnel  are  used  to 
conduct  the  training  courses.   However,  the  foundation  does  not 
pay  the  academy   for  the  use  of  its  facilities  or  staff  time. 
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During  the  time  these  training  courses  are  held,  the  academy 
facilities  and  staff  time  are  not  available  to  provide  revenue 
generating  training  courses.     Department  officials  should  review 
and  document  the  appropriateness  of  holding  courses  for  the 
foundation  without  compensation  to  the  academy. 

In  addition,  there  is  no  written  agreement  between  the  founda- 
tion and  the  state  concerning  the  foundations  use  of  academy 
facilities  and  staff.   The  arrangement  between  the  foundation 
and  academy  should  be  documented  to  decrease  the  possibility  of 
misunderstandings  and  to  clearly  document  the  rights  and  obli- 
gations of  each  party  to  the  agreement. 

In  its  response  to  our  interim  audit  communication,  the  depart- 
ment stated  it  would  begin  processing  this  activity  on  the  state's 
accounting  records.   Department  personnel  also  stated  if  unusual 
circumstances  force  the  use  of  the  foundation,  a  written  agree- 
ment will  include  documentation  of  the  relationship  between  the 
academy  and  the  foundation. 


Recommendation  #8 

We  recommend  the  department  evaluate  and  document  its 
relationship  with  the  foundation. 
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Highway  Patrol  Officer's  Section  19-6-301,  MCA,  requires  all  members  of  the  Montana 

Retirement  System  Highway  Patrol  to  belong  to  the  Highway  Patrol  Officer's 

Retirement  System  (HPRS).   The  retirement  system  is  funded  by 
a  combination  of  employer  and  employee  contributions.   The 
department  is  the  sole  employer  for  the  highway  patrol. 

During  fiscal  years  1991-92  and  1992-93,  the  state's  contribution 
to  HPRS  was  36.28  percent  of  the  total  compensation  paid  to 
highway  patrol  members.   Of  the  36.28  percent,  10.18  percent 
comes  from  drivers'  license  fees  and  the  remaining  26.10  percent 
from  the  highway  account  which  is  funded  by  gasoline  and 
diesel  fuel  taxes.  Twenty  five  percent  of  all  revenue  from 
drivers'  license  sales  is  required  to  be  reserved  for  use  in  making 
payments  to  HPRS.   Reserving  25  percent  of  drivers'  license  fees 
for  use  in  paying  HPRS  contributions  and  paying  10.18  percent 
of  total  compensation  of  the  members  into  HPRS  results  in  either 
a  rising  or  falling  fund  balance  in  the  Special  Revenue  Fund. 
Fund  balance  rises  if  25  percent  of  drivers'  licenses  sales  exceed 
the  amount  required  to  be  paid  to  HPRS  (10.18  percent  of  total 
compensation  of  the  members)  or  falls  if  revenue  does  not  meet 
required  contributions.   Historically  the  drivers'  license  sales 
have  exceeded  the  amount  required  to  be  paid  to  HPRS  and  had 
resulted  in  the  accumulation  of  $803,736  in  cash  and  fund 
balance  in  the  Special  Revenue  Fund  by  fiscal  year-end  1991-92. 
During  fiscal  year  1992-93,  the  department  was  required  to 
transfer  $750,000  of  the  increasing  fund  balance  to  the  General 
Fund.   By  fiscal  year-end  1992-93,  the  cash  and  fund  balance 
had  accumulated  to  $200,373.   One  possible  solution  to  this  issue 
would  be  to  amend  the  law  to  provide  for  any  surplus  to  auto- 
matically transfer  at  fiscal  year-end.   Since  there  appears  to  be 
an  inconsistency  between  the  percent  of  drivers'  licenses  fees 
and  the  amount  required  to  be  paid  to  the  retirement  system,  the 
department  should  review  alternatives  to  resolve  the  increasing 
fund  balance. 

This  section  is  presented  for  disclosure  purposes  to  allow  the 
legislature  an  opportunity  to  consider  this  issue.   We  do  not  make 
a  recommendation  at  this  time. 
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Summary  of  Independent  Auditor's  Report 


Summarf  of  Indepen-  The  financial  schedules  are  prepared  from  the  Statewide  Budget- 

dent  Auditor's  Report  ing  and  Accounting  System  without  adjustments.   The  indepen- 

dent auditor's  report  is  intended  to  convey  to  the  reader  of  the 
financial  schedules  the  degree  of  reliance  that  can  be  placed  on 
the  amounts  presented.  The  reader  may  rely  on  the  fairness  of ' 
the  amounts  on  the  schedules  presented  on  pages  A-5  through 
A-1 1  when  analyzing  the  financial  activity  of  the  Department  of 
Justice  including  the  Crime  Control  Division  and  Highway 
Traffic  Safety  Division. 
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LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

PO  BOX  201 705 

HELENA,  MONTANA  59620-1705 

406/444-3122 

FAX  406/444-3036 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Justice, 
including  Crime  Control  Division  and  Highway  Traffic  Safety  Division,  for  each  of  the  two  fiscal 
years  ending  June  30,  1992  and  1993,  as  shown  on  pages  A-5  through  A-1 1.   The  information 
contained  in  these  schedules  is  the  responsibility  of  the  department's  management.   Our 
responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of  Justice, 
including  Crime  Control  Division  and  Highway  Traffic  Safety  Division,  for  the  fiscal  years 
ending  June  30,  1992  and  1993,  respectively,  in  conformity  with  the  basis  of  accounting  described 
in  note  1. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


February  1,  1994 
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DEPARTMENT  OF  JUSTICE 

INCLUDING  CRIME  CONTROL  DIVISION  AND  HIGHWAY  TRAFFIC  SAFETY  DIVISION 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


General  Fund 


Spec  i  a  I 

Revenue 

Funds 


Internal 

Service 

Funds 


FUND  BALANCE:  July  1,  1991 


$  2.634.331    $  100.502 


ADDITIONS: 

Fiscal  Year  1991-92 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue 
Cash  Transfers  In 
Support  from  State  of  Montana 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  to  Fund  Balance 


23,658,002 
496,510 

366,794 

24,208 
271,159 


30,972,541 
72,007 
12,038,764' 

4,658 

5,377 

1,133,996 


531,147 


3,000 


Fiscal  Year  1992-93 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Support  from  State  of  Montana 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditures 
Direct  Entries  to  Fund  Balance 
Cash  Transfers  In 
Total  Additions 


23,987,472 

119,616 

549,696 

70,307 

1,664,404^ 

51.208.168 


30,775,401 
102,710 

86,877 
204,650 

12.638.547'' 
88.035.528 


594,445 


1.128.592 


REDUCTIONS: 

Fiscal  Year  1991-92 

Budgeted  Expenditures 

Nonbudgeted  Expenditures 

Prior  Year  Revenue  Adjustments 

Prior  Year  Revenue 

Support  to  State  of  Montana 

Prior  Year  Expenditures 

Prior  Year  Expenditure  Adjustments 

Direct  Entries  to  Fund  Balance 

Fiscal  Year  1992-93 
Budgeted  Expenditures  &  Transfers  Out 
Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue 
Support  to  State  of  Montana 
Direct  Entries  to  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1993 


12,699,893 

43,456,950 

537,797 

489,847 

15,387 

5,410 

688 

1,035,172 

11,621,523 

348,822 

65,863 

4,948 

53,857 

14,037,161 

43,189,043 

565,998 

106,664 

10,801 

10,173 

2,472 

45,632 
199,337 

538 

12,245,198 

1.653.718^ 
90.059.883 

51.208.168 

1.134.841 

$        0 

$   609.976 

$   94.253 

See  note  5  on  page  A-11. 
See  note  6  on  page  A-11. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information 
is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 
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nrPtPTHgNT  OF  JUSTICE 
IMCLUDIWG  CRIWE  CONTROI  DIVISION  AND  HIGHWAY  TRAFFIC  SAFETY  DIVISION 
SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 
"         FOR  THE  TUO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


Fiscal  Year  1992-93 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


Licenses 

and 
Permits 


Taxes 


Federal  Grants, 

Charges             Indirect  Sale  of  Contracts, 

For      Fines  &      Cost  Docunents  &  Donations  & 

Services    Forfeits  Recoveries  Merchandise  Abandonments  Federal 


Other 
Financing 
Sources     Total 


$  79,000 
117.965 


$10  977  700  $  7,800,000  $1,760,000  $  40,000     $20,000 
1l!o9o!256   10!818.36A   1. 895.164    42.566      23,157 

$   112.556  $  3.018.364  $  135.164  $  2.566     %   3.157     %   38.965 


$20,676,700 
23.987.472 

$  3.310.772 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  4  287  000  $15,620,000  $  306,000  $100,000 
4^675.973   17.915.422     308.973   124.438 

$   388.973  $  2.295.422  $    2.973  $  24.438 


$  5,000    $329,900   $  7,432,723  $611,785   $28,692,408 
7*007     294.051     6.642.492   807.045    30.775.401 

$  2.007    $(35.849)  $  (790.231)  $195.260   $  2.082.993 


INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  540,000 
594.445 

$   54.445 


$   540,000 
594.445 

$    54.445 


Fiscal  Year  1991-92 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$10  035,700  $  6,700,000  $1,591,000  $  25,000 

11.940.122  9.875.213  1.685.882  49.522 

$  1.904.422  $  3.175.213  $   94.882  $  24.522 

$  4,072,000  $13,325,000  $  491,481  $100,000 

4.343.348  19.778.026  308.288  134.768 

$   271.348  $  6.453.026  $  (183.193)  $  34.768 


$22,000 

$  64,000 

19.783 

87.480 

$(2.217) 

$  23,480 

$  4,000 

5.844 

$18,437,700 
23.658.002 

$  5.220.302 


$343,200   $  7,398,480  $151,110   $25,885,271 
319.724     5.993.218    89.325    30.972.541 

$  1.844    $(23.476)  $(1.405.262)  $(61.785)  $  5.087.270 


INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  600,000 
531.147 

$  (68.853) 


$   600,000 
531.147 

$   (68.853) 


IchLulef ^ginninr^'"^ge''r9!''*  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial 
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DtP«RTWEWT  OF  JUSTICE 

IWCIUDIIIG  CRIME  COWTROI.  DIVISION  HID   HIGHUAY  TRtFFlC  SAFETY  DIVISION 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPEWD 1 TURES  BY  OBJECT  AND  FUHD  ■  BUDGET  «WD  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1993 


PERSONAL  SERVICES 
Salaries 
Hourly  Uages 
Other  Conpcnsetion 
Enployee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Comnuni  cat  ions 
Travel 
Rent 

Utilities 

Repair  ft  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipnwnt 
Intangible  Assets 
Total 

CAPITAL  OUTLAY 

Other  liTfirovenients 
Total 

LOCAL  ASSISTANCE 
From  state  Sources 
From  Other  Income  Sources 
Total 

DEBT  SERVICE 
Leases 

InataUmant  Purchases 
Total 

GIANTS 

Frofli  State  Sources 
From  Facieral  Sources 
Total 

BENEFITS  ft  CLAIMS 
To  Individuals 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


Legal 
Services 


1.638.240 


40,058 

5.764 

45.822 


2.649 


2.649 


Agency 

Legal 

Services 


»  910,101    1371,738 


83.830 
455.568 


GsiTtol  ing 
Control 


%       973,234 
236.342 


Motor 
Vehicle 


»2, 986, 355 
83,885 


830.265 


Law  County 

Highway     Enforcement  Attorney 

Patrol       Services  Payrol I 

»  7,062,192    $1,117,084  $1,111,915 


1.209.576    3.900.505 


2.577.468 
9.639.660 


5,270 
2.233 

7.503 


311 

,n6 

101, 
8 

,532 

,108 

109, 

,640 

1.688.133 


22,722 
22.722 


2.557 
2.557 


1,238,348 
8.606 


19.468.998 


1.190 
1.190 


137.387 
137.387 


292.358 


1,469,187 

43,650 

37,598 

815,096 

811,088 

235,327 

28,830 

7,430 

59,077 

161,252 

539,534 

78,264 

37,528 

8,350 

73,948 

382,059 

148,840 

75,343 

36,404 

9,999 

40,568 

47,559 

397,850 

69,137 

32,931 

10,398 

61,209 

142,109 

90,413 

80,675 

7,915 

22,113 

13,973 

287 

10,642 

3,667 

18,224 

112,050 

275,054 

92,499 

2?, 718 

1.610 

13.197 

5.895 

40.874 

82.990 

714.522 


76,492 
76.492 


17.745 
17.745 


141,894 

566 

142.460 


174.147 


1.409.442    1.286.062 


$2.798.115    $549.365   $21.100.700   $5.751.304   $13.204.240    $2.360.661   $1.286.062 


$5,722,047 

5.626.660 

$   95.387 


214,360 
214.360 


$1,102,301 

1.077.073 

$   25.228 


$1,287,224 

1.286.062 

$    1 . 1 62 


$21,919,204 

21.100.700 
$   618.504   $ 


146,522 
124. 6U 


$13,164,245         $1,466,569 

12.989.880  1.283.588 

$       174.365         $     182.981 


$616,463 

549.365 

$  67.098 


Law 

Enforcement 

Academv 

Central 
Services 

Data 

Processinq 

Extradition  & 

Transportation 

of  Prisoners 

Forensic 
Sc  i  ence 

Justice 
System 
Support 
Service 

H  i  ghway 
Traffic 
Safety 

Total 

$297,318 

70.881 
368.199 

$ 

268,721 

657.005 
925.726 

$ 

592,421 

157.676 
750.097 

$ 

624,363 

131.453 
755.816 

$  471,389 

2,525 
113.322 
587.236 

$  231,321 

50.609 
281.930 

$17,018,152 

83,885 

2,525 

5.576.659 

22.681.221 

135,500 

41,528 

13,250 

8,365 

2,472 

12,613 

13,518 

6.476 

90,052 
12,056 
6,839 
13,283 
13,248 

1,440 

6.805 

143.723 

263,507 

12,698 

34,036 

4,245 

23,412 

17,357 

23,701 

2.654 

381.610 

$     78 
163,801 

37,950 
74,153 
16,393 
14,656 

100,652 
17,485 
18,787 
13.937 

294.013 

139,748 
10,454 
24,718 
48,911 
24,043 

2,910 

7.392 

258.176 

142,740 
5,217 
6,239 
6,622 
9,137 

973 

602 
171.530 

4,221,445 
1,030,571 
827,543 
861,400 
590,699 
91,743 
573,465 
205.150 

233,722 

163.879 

8.402.014 

10,220 

- 

87,968 

2.458 

90.426 

- 

43,265 

4.494 

47.759 

56,520 

18,689 

1.840 

20.529 

1,078 

1,702,162 
35.503 

10.220 

56.520 

1.078 

1.735.665 

20.302 
20.302 

180.080 

19,468,998 
180.080 

180.080 

19.649.078 

4.028 
4.028 

- 

34.122 
34.122 

410,253 
3.532.612 
3.942.865 

442,424 
442.424 

596.047 
596.047 

141,894 
180.692 
322.586 

410,253 
4.128.659 
4.538.912 

442.424 
442.424 

$616,169 

$1 

.159.875 

$1 

.213.588 

$163j879   $1 

,106.349 

$5^251,230 

$1^230.665 

$57,792,202 

$621,519 

616.169 

$  5.350 

186,343 
172.722 

$ 

891,098 

880.202 

10.896 

$223,640   $ 

163.879 
$  59.761   $ 

871,546 

869.167 

2.379 

$  476,133 

471.115 

$    5.018 

$  183,080 

180.080 

$    3.000 

$14,265,713 

14.037.161 

$   228.552 

$1 

,165,482 
970.520 
194.962 

16,633 
16.633 

0 

$ 
$^ 

333,401 
333.386 

15 

$ 
$" 

a 

237,182 
237.182 

0 

$5,363,230 

4.780.115 
$  583.115 

$1,382,093 

1.050.585 

$  331.508 

$45,496,371 

43.189.043 

$  2.307.328 

$   633,096 

565.998 

$    67.098 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accointing  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  Ijeginning  on  page  A-9. 
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DEPARTHEMT  OF  JUSTICE 

INCLUDING  CRIME  CONTROL  DIVISION  AND  HIGHWAY  TRAFFIC  SAFETY  DIVISION 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1992 


Legal 


Agency 
Legal 


Services   Services 


Law       Cotnty         Law  Extradition  & 

Gambling      Motor      Highway     Enforcefnent   Attorney     Enforcement    Central       Data       Transportation    Forensic 
Control      Veh i c I e      Patrol       Services    Payrol I       Academy     Services    Processing     of  Prisoners     Science 


Justice 
System 
Support 
Service 


H  i  ghway 
Traffic 
Safety 


PERSONAL  SERVICES 
Salaries 

Other  Conpensation 
Hourly  Wages 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Sifjplies  &  Materials 
Ccmnuni cat  ions 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


%     878,003     $368,001       $       902,535       $2,955,9W       $  6,933,394         SI, 060, 988       $1,068,629  $273,028  $     269,524       $     520,051 


185.782         80,647 


1.063.785       448.648 


LOCAL  ASSISTANCE 
From  State  Sources 
From  Other  Income  Sources 
Total 


300,349 

22,032 

33,365 

8,330 

40,135 

10,884 

23,908 

11,821 

32,201 

10,101 

9,863 

21.493 


EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipnient 

Intangible  Assets         _ 
Total 


2,682 
2.079 


461.314         67.929 


13,651  4,550 

2.273       

15.924  4.550 


109,606 

7.739 

117.345 


21,202,486 
21.202.486 


65,241 

778.221 

3,799.406 


292,783         1.800.561 


182,584 
2.034 


2.221.802 
9.155,196 


52,912 

882,486 

732,259 

38,546 

100,551 

570,496 

69,205 

435,017 

165,166 

37,421 

71,676 

403,620 

51,092 

134,622 

80,403 

7,536 

20,052 

13,759 

26,023 

127,219 

273,512 

10,048 

28,938 

45.256 

2 

,284 

,471 

1 

,144 

,254 
661 

1 

,144, 

,915 

254,856 


472^22 


171,234 

939 

172.173 


169.547 


1.315.844         1.238,176 


66,218 
76,384 
61,633 
62,578 
85,976 
1,776 
55,672 
62.585 


60.090 
333.118 


150,437 

46,392 

16,686 

10,308 

1,997 

11,732 

17,054 

7.433 

262.039 


11,935 


11,935 


676.882 
946.406 


133.312 


87,972 

6.663 

94.635 


116.584 
636.635 


89,781 

253,223 

7,593 

17,235 

8,739 

31,946 

8,244 

6,642 

13,289 

10,897 

16,995 

2,850 

37,433 

2.816 

1.694 

376.065 


17,300 

7.056 

24.356 


t         669 
216,979 


217.648 


*     609,586 


124.917 
734.503 


34,391 
66,067 
14,048 
25,571 
99,946 
12,509 
43,081 
14.924 
310.537 


111,727 


111.727 


439,349 
2,600 

103.094 
545.043 


109,727 

8,564 

26,064 

47,606 

22,706 

4,285 

10.289 

229.241 


17,175 
2.398 
19.573 


45.721 
264.131 


129,806 
5,371 
7,754 
10,164 
9,413 

3,105 

3.218 

168.831 


2,271 

685 

2,956 


183.080 
183^080 


$16,497,442 

2,600 

65,241 

5.026.492 

21.591.775 


2,824,290 
978,894 
887,277 
936,538 
552,643 
84,359 
602,779 
210.773 

7.077.553 


1,874,259 

30.448 

1.904.707 


21,202,486 
183.080 


GRANTS 

From  State  Sources 
From  Federal  Sources 
Total 

BENEFITS  t   CLAIMS 
To  Individuals 
Total 

DEBT  SERVICE 

Installment  Purchases 
Total 

4.497 
4.497 

2.020 
2.020 

- 

16.639 
16.639 

TOTAL  PROGRAM  EXPENDITURES 

$1^ 

t1 

1 
»_ 

S 
%~ 

,545.520 

,404,818 
.163.509 
241.309 

$523,147 

$598,998 

523.147 

$  75.851 

$22 

,723.498 

$5^ 

$5 

5. 

.801,224 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

$24 

$T^ 

,010,970 
,723,498 
;287:472 

,676,035 

,580.574 

95.461 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

382,011 

382.011 

0 

233,010 

220.650 

12.360 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

$12.584.582 


$   317,400 

317.400 

$ 0 


$12,307,487 
12.267.182 


$1,066,967   $1,238,773 

1.052.837    1.238.176 

$   14.130   $      597 


$1,030,972 

908.002 

$  122.970 


7.385 
7^385 


34.122 

34.122 


$615,356    $  179,803   $  832,687       $217,648 

601.539       161.566     822.013        217,648 

$  13.817    $   18.237   S   10.674       $ 0 


$  13,318    $1,146,060   $  249,165 

12.938       998.137     249.165 

$    380    $  147.923   $ 0 


$   14,650 

14.650 

$       0 


48,646 
3.417.554 
3.466.200 


452.954 
452.954 


$1,156,767    $4,713,011 


$  906,304 

906.298 

$       6 


$  466,593 

455.253 

$   11.340 


751.222 
751.222 


$  183,080 

183.080 

$       0 


$1,550,524 

1.187.140 

$  363.384 


48,646 
4,168.776 
4,217.422 


452,954 
452.954 


64.663 
64.663 

$56.694.640 


$13,105,464 

12,699.893 

$       405.571 


$46,210,398 

43.456,950 

$  2.753,448 

$       613,648 
537.797 


This  scheAile  is  prepared  from  the  Statewide  Budgeting  and  Accouiting  System.     Additional   information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1993 


1.  Summary  of  Significant 

Accounting  Policies 


Basis  of  Accounting 


The  Department  of  Justice,  including  Crime  Control  Division 
and  Highway  Traffic  Safety  Division,  uses  the  modified  accrual 
basis  of  accounting,  as  defined  by  state  accounting  policy,  for  its 
Governmental  Funds.   In  applying  the  modified  accrual  basis, 
the  department  records: 


Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to 
record  the  cost  of  employees'  annual  leave  and  sick  leave 
when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
Funds.   Under  the  accrual  basis,  as  defined  by  state  accounting 
policy,  the  department  records  revenues  in  the  accounting  period 
earned  if  measurable  and  records  expenses  in  the  period 
incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.  The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according 
to  state  law.  The  department  uses  the  following  funds: 
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Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.   The  department's  major  Special  Revenue  Funds 
include  federal  assistance,  the  highways  account  for  highway 
patrol  operations  and  the  gambling  control  accounts  for 
operation  and  distribution  of  gambling  income. 


Proprietary  Funds 


Internal  Service  Fund  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost  reim- 
bursement basis.   The  department's  Internal  Service  Fund 
includes  an  agency  legal  services  account  to  record  the 
reimbursement  of  costs  billed  to  other  agencies  for  services 
performed. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  annual,  sick  leave,  and 
nonexempt  compensatory  time.  The  department  pays  employees 
for  100  percent  of  unused  annual  and  compensatory  time  and  25 
percent  of  unused  sick  leave  credits  upon  termination.   Accumu- 
lated unpaid  liabilities  for  annual  and  sick  leave  are  not  reflected 
in  the  accompanying  financial  schedules.   The  department 
absorbs  expenditures  for  termination  pay  in  its  annual  opera- 
tional costs.   At  June  30,  1993,  the  department  had  a  liability  of 
$2,638,383. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees'  Retire- 
ment System  (PERS)  and  the  Highway  Patrol  Retirement  System 
(HPRS).  The  department  contributions  to  these  plans  were 
$2,585,538  and  $2,890,791  for  fiscal  years  1991-92  and  1992-93, 
respectively. 


The  department  is  the  sole  employer  for  the  Highway  Patrol.   As 
such,  the  department  provides  funding  for  the  HPRS  which  is 
administered  by  the  Public  Employees'  Retirement  Division. 
Additional  disclosure  concerning  the  HPRS  is  included  in  the 
Montana  Comprehensive  Annual  Financial  Report  and  the  Public 
Employees'  Retirement  Division  annual  report.   The  HPRS  was 
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determined  actuarially  sound  in  the  July  1,  1992  valuation 
report. 


4.  General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.    Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropri- 
ation limits.   Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


5.         Cash  Transfers 


The  operations  of  the  Montana  Highway  Patrol  are  funded  from 
money  collected  as  gasoline  and  diesel  fuel  tax  receipts.   During 
the  audit  period  the  money  was  collected  by  the  Department  of 
Transportation  and  recorded  as  revenue  to  the  state  at  the  time 
of  collection.   To  avoid  duplicate  recording  of  the  same  revenue 
on  the  state's  accounting  records,  the  state's  accounting  system 
records  the  cash  in  a  Department  of  Justice  account.   Total  cash 
transfers  for  the  Highway  Patrol  account  were  $1 1,759,080  and 
$12,364,460  for  fiscal  years  1991-92  and  1992-93,  respectively. 
The  cash  transfers  are  shown  on  the  Schedule  of  Changes  in 
Fund  Balances  for  the  two  fiscal  years  ended  June  30,  1993. 
This  accounts  for  the  majority  of  cash  transfers  for  the  depart- 
ment. 


6.         Direct  Entiy  to  Fund 
Balance 


During  the  January  1992  Special  Session,  the  legislature 
approved  the  transfer  of  various  fund  balances  in  the  state 
Special  Revenue  Fund  to  the  General  Fund.   The  largest  of  the 
fund  balances  transferred  related  to  the  Highway  Patrol 
Retirement  System  clearing  account  ($750,000)  and  gambling 
license  fee  account  ($750,000). 
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ATTORNEY  GENERAL 

STATE  OF  MONTANA 


Joseph  P.  Mazurek 
Attorney  General 


Department  of  Justice 
215  North  Sanders 
PO  Box  201401 
Helena,  MT     59620-1401 


April    21,     1994 


Mr.  Scott  A,  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol  Building 

Helena,  Montana  59620 

Dear  Scott: 

The  staff  of  the  Department  of  Justice  wish  to  express  their 
appreciation  for  the  manner  in  which  your  staff  conducted  the 
Financial  Compliance  Audit. 

The  Highway  Traffic  Safety  Division  had  no  recommendations 
addressed  to  their  division,  so  they  have  no  written  response.  A 
separate  response  is  attached  from  the  Board  of  Crime  Control. 
Following  are  the  responses  of  the  Department  of  Justice  to  the 
audit  recommendations  presented  in  your  audit  report  covering 
fiscal  years  1992  and  1993. 

RECOMMENDATION  #1 

WE  RECOMMEND  THE  DEPARTMENT  RECOVER  INDIRECT  COSTS  OF 
ADMINISTERING  FEDERAL  ASSISTANCE  PROGRAMS  TO  THE  FULLEST 
EXTENT  POSSIBLE  IN  ACCORDANCE  WITH  STATE  LAW. 

The  Department  concurs.  Each  division  has  been  notified  to  include 
indirect  costs  in  their  grant  requests  for  FY95. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT  COLLECT  FEES  FOR  ALL  VEHICLE 
IDENTIFICATION  NUMBER  INSPECTIONS  IN  ACCORDANCE  WITH  STATE 
LAW. 

The  Department  concurs.  A  charge  of  $18.50  for  the  inspection  of 
all  rebuilt  and  reconstructed  salvage  vehicles,  regardless  of  their 
age,  was  implemented  effective  September  7,  1993. 
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RECOMMENDATION  #3 

WE  RECOMMEND  THE  DEPARTMENT  DEVELOP  A  SYSTEM  TO  ENSURE  USED 
MOTOR  VEHICLE  DEALERS  COMPLY  WITH  STATE  LAWS. 

The  Department  concurs  with  reservation.  The  Department  has  a 
system  to  verify  whether  dealers  sold  more  than  five  vehicles 
during  the  prior  year.  As  noted  in  the  audit  report,  insufficient 
staff  has  prevented  the  sales  verification  of  100%  of  the  low- 
volume  used  vehicle  dealers  and  wholesalers.  However,  the  existing 
system  will  be  enhanced  by  requiring  all  used  vehicle  dealers  to 
list  six  verifiable  sales  on  their  renewal  application  forms, 
effective  January  1,  1995.  The  Department  will  randomly  verify  a 
percentage  of  the  renewal  applications  of  low-volume  dealers  until 
such  time  that  there  is  adequate  staff  to  provide  verification  of 
all  low-volume  dealers. 

RECOMMENDATION  #4 

WE  RECOMMEND  THE  DEPARTMENT  RECORD  REVENUE  AND  EXPENDITURES  IN 
ACCORDANCE  WITH  STATE  ACCOUNTING  POLICIES  AND  LAW. 

The  Department  concurs.  The  Department  is  extremely  conscious  of 
our  responsibility  to  disclose  financial  activity  in  accordance 
with  state  accounting  policies  and  law.  We  will  make  every  effort 
to  comply  with  state  policies  guiding  the  disclosure  of  financial 
activity. 

RECOMMENDATION  #5 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  CLOSE  THE  NONTREASURY  "ALUMNI  FUNDS"  CHECKING  ACCOUNT. 

B.  RECORD  ALL  ACADEMY  TRANSACTIONS  ON  THE  STATE'S  ACCOUNTING 
RECORDS  IN  ACCORDANCE  WITH  STATE  LAW. 

The  Department  partially  concurs.  The  budget  submitted  to  the  1995 
Legislature  will  request  appropriation  authority  to  purchase  the 
uniforms  for  the  basic  class.  The  student  fees  assessed  for  these 
items  will  be  part  of  the  basic  course  fee,  and  will  be  deposited 
directly  to  the  general  fund. 

The  alumni  fund  will  continue  in  its  intended  role  of  supplying 
souvenirs,  candy,  and  other  items  to  students  at  cost.  The 
Department  will  explore  alternatives  to  operate  this  fund  to  meet 
both  student  needs  and  state  policy. 
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RECOMMENDATION  #6 

WE  RECOMMEND  THE  DEPARTMENT  PROPERLY  RECORD  THE  COSTS  OF 
SERVICES  PROVIDED  TO  THE  ACADEMY  ON  SBAS  IN  ACCORDANCE  WITH 
STATE  LAW. 

The  Department  concurs.  All  local  agencies  are  now  charged  the 
same  fee  for  the  basic  training  course.  However,  a  reduced  fee  may 
be  offered  to  all  students  in  the  "advanced"  training  if  they  elect 
not  to  eat  or  live  on-campus.  Accordingly,  the  Department  believes 
a  documented  arrangement  with  the  local  police  department  is  not 
required. 

RECOMMENDATION  #7 


WE   RECOMMEND   THE   DEPARTMENT 
ACCORDANCE  WITH  STATE  POLICY. 


RECORD   DONATED   PROPERTY   IN 


The  Department  concurs.   Donated  property  will  be  recorded  in  FY94 
in  accordance  with  state  policy. 

RECOMMENDATION  #8 


WE   RECOMMEND   THE   DEPARTMENT   EVALUATE 
RELATIONSHIP  WITH  THE  FOUNDATION. 


AND   DOCUMENT   ITS 


The  Department  concurs.  Generally  speaking,  classes  previously 
funded  by  the  foundation  will  now  be  processed  entirely  through  the 
Academy's  books.  The  Department  will  obtain  budget  amendment 
authority  for  the  federal  granted  courses.  If  unusual 
circumstances  force  the  use  of  the  foundation,  a  written  agreement 
will  document  the  relationship. 
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STATE  OF  MONTANA 

DEPARTMENT  OF  JUSTICE 

BOARD  OF  CRIME  CONTROL 

303  North  Roberts  -  PO  Box  201408  -  Helena,  MT    59620-1408 


Joseph  P.  Mazurek 
Attorney  General 


April  14,  1994 


Phone  (406)  444-3604 
FAX  (406)  444-4722 


Scott  A.  Seacat 
Legislative  Auditor 
PO  Box  201705 
Helena,  MT  59620 


Dear  Mr.  Seacat: 


The  staff  of  the  Board  of  Crime  Control  wish  to  express  their  appreciation  for  the  manner  in 
which  your  staff  conducted  the  Financial  Compliance  Audit  for  the  fiscal  years  ended  June  30, 
1993.  While  we  are  most  pleased  to  have  no  recommendations  concerning  the  Board,  we 
recognize  the  work  and  effort  of  your  staff  and  found  them  to  minimally  disruptive  to  the 
everyday  flow  of  work. 

Sincerely, 

Edwin  L.  Hall 
Executive  Director 
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